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E.O. 11652: N/A 
TAGS: EFIN, EALR, AS 

SUBJECT: TWO PERCENT REVALUATION OF AUSTRALIAN DOLLAR 

REF: (A) CANBERRA 8766, (B) CANBERRA 8603 (NOTAL), 

(C) CANBERRA 8583 (NOTAL) 

1 . AUSTRALIAN RESERVE BANK ANNOUNCED EARLY DECEMBER 7 THAT 
AVERAGE TRADE- WEIGHTED RATE OF THE AUSTRALIAN DOLLAR WOULD BE 
ADJUSTED UPWARD BY 2 PERCENT EFFECTIVE AT THE OPENING OF 
BUSINESS THIS DATE. 

2. THE EFFECT OF THE ADJUSTMENT IS TO REDUCE THE EXTENT OF 
THE NET DEVALUATION SINCE FRIDAY, 26 NOVEMBER FROM 17 1/2 
PERCENT TO 15 1/2 PERCENT. 

3. THIS MOVE REPRESENTS THE FIRST OF THE "MORE FREQUENT AND 
SMALLER SHIFTS IN THE RELATIONAHIP OF THE AUSTRALIAN DOLLAR TO 
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NOVEMBER 28 DEVALUATION ANNOUNCEMENT (CANBERRA 8583). 
ACCORDING TO THE NOVEMBER 28 ANNOUNCEMENT, SUCH MOVES WOULD 
BE MADE "WHEN THE ASSESSMENT OF ALL RELEVANT ECONOMIC 
FACTORS INDICATED A NEED FOR MOVEMENT IN THE LEVEL OF THE 
EXCHANGE RATE" AND A THREE-MAN GROUP CONSISTING OF THE 
RESERVE VANK GOVERNOR, THE PERMANENT SECRETARY OF THE 
TREASURY, AND THE SECRETARY OF THE DEPARTMENT OF THE PRIME 
MINISTER AND CABINET WAS DESIGNED TO KEEP THE LEVEL OF THE 
RATE UNDER REVIEW FOR THIS PURPOSE. 

4. PENDING ANY OFFICIAL EXPLANATIONS OF THIS MOVE WHICH MAY 
BE FORTHCOMING, WE MUST ASSUME THAT THIS THREE-MAN REVIEW 
COMMITTEE FOUND THE RECORD OF PAYMENT FLOWS DURING THE SIX 
BUSINESS DAYS SINCE THE NOVEMBER 29 DEVALUATION SFFICIENTLY 
REASSURING TO JUSTIFY TODAY'S REVALUATION. THE POSSIBILITY 

WILL ALSO BE CANVASSED THAT A REVALUATION RECOMMENDED BY THIS 
GROUP OF SENIOR FINANCIAL OFFICIALS SO SHORTLY AFTER THE 
NOVEMBER 29 DEVAULATION MAY IN SOME DEGREE REFLECT SENTIMENT 
IN OFFICIAL CIRCLES THAT THE SIZE OF THE NOVEMBER 29 
DEVALUATION WAS GREATER THAN NECESSARY. 

5. ASIDE FROM THE TECHNICAL CONSIDERATIONS WHICH MAY HAVE 
MOTIVATED THE 2 PERCE T REVALUATION, IT MAY ALSO BE NOTED 
(1) THAT THIS LATEST DEVELOPMENT, WHICH HAS THE EFFECT OF 
CAUSING THE RATE TO "REBOUND" WILL TEND TO BE REGARDED 
PUBLICLY AS REASSURING EVIDENCE OF THE STRENGTH OF THE 
CURRENCY AND (2) THAT IN THE MIDST OF THE CURRENT AUSTRALIAN 
DEBATE OVER THE ISSUE OF WHETHER TO MAKE SUBSTANTIAL TARIFF 
REDUCTIONS IN THE WAKE OF THE RECENT DEVALUATION (CANBERRA 
8766), THIS UPWARD RATE ADJUSTMENT, WITH ITS REMINDER THAT 
FURTHER INCREASES ARE NOT OUT OF THE QUESTION, WILL REINFORCE 
THE POSITION OF THOSE WHO OPPOSE TARIFF REDUCTIONS. 
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